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THE  SUPPORT  SERVICES  MARKET  FOR  CLIENT/SERVICER 

HRIS  IN  THE  U.S. 

L  INTRODUCTION 
A.  Background 

Ceridian  is  developing  Windows-based  client/server  HRIS  software  and  new  payroll 
interface  software.  This  study  is  being  conducted  to  help  Ceridian  understand  the 
size,  growth  and  structure  of  this  market  and  its  relationship  to  associated  services. 

The  study  has  examined  both  the  market  for  HR  software  as  well  as  market  for 
associated  services. 

Services  fall  into  two  categories  for  this  study: 


•  Product-related  services,  i.e., 

Tailored  training 

Software  customization 

HR/Payroll  interfaces 

HR  interfaces  to  other  applications 

•  HR/Payroll-related  interface  consulting,  i.e., 

Process  engineering/re-engineering 
Customer  requirements  analysis 
Custom  software  development 
Outsourcing  of  HRIS 


B,  Methodology 

INPUT  conducted  304  interviews  in  July  and  August  1994  with  knowledgeable 
managers  in  the  HR  function.  In  larger  organizations  they  would  often  be  IS 
specialists  to  whom  the  interviewers  were  referred  by  HR  management.  Interviews 
were  random,  except  for  being  stratified  by  company  size  (see  Exhibit  I-l  for 
distribution). 

Respondents  were  very  cooperative  and  generally  answered  every  question.  In  a 
few  cases  involving  costs  and  fees,  exact  responses  were  not  provided  for  proprietary 
reasons;  INPUT  does  not  believe  that  this  affected  the  results  of  the  survey. 

INPUT  edited,  tabulated  and  analyzed  the  data  from  the  survey.  In  addition,  where 
warranted  INPUT  has  compared  the  results  from  this  study  to  other  studies  that 
INPUT  has  recently  conducted. 

INPUTS  conclusions  and  recommendations  are  based  on  the  survey  analysis  as  well 
as  INPUTS  experience  in  the  fields  of  software  and  service  supply. 
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Exhibit  I  - 1 


Respondent  Sample 


Number  of 


Company  Size 

Interviews 

(No.  Employees) 

(Total  =  304) 

B  20-75 

33 

H  76-300 

74 

□  301-1,000 

93 

□  1,001-5,000 

104 
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II.     CURRENT  STATUS 


The  HR  software  market  is  very  fragmented,  with  Ceridian  a  market  leader  with  8% 
of  the  market  (Exhibit  II-l).  The  market  leader  is  "other".  This  fragmentation 
made  it  unfeasible  to  perform  analysis  by  current  software  vendor. 

Almost  half  of  buyers  of  software  since  1990  believe  that  their  software  is 
"cHent/server"  (Exhibit  II-2).  This  is  in  line  with  findings  from  other  studies: 

•  "Qient/server"  is  an  inherently  fuzzy  concept. 

•  Platform  vendors  have  been  fairly  successful  at  positioning  their  offerings  as 
cUent/server. 

INPUT  believes,  however,  that  over  the  next  several  years  that  common  perceptions 
of  "client/server"  will  become  more  restrictive  as  (a)  new  platforms  become  more 
widespread  (b)  there  is  greater  realization  of  the  traits  and  benefits  of  the 
cHent/server  model. 

The  average  age  of  installed  HR  software  is  about  five  years  old  (see  Exhibit  II-3). 
About  one-quarter  of  installed  software  is  practically  brand  new. 

Satisfaction  with  HR  software  is  reasonably  high,  with  the  smallest  companies  most 
satisfied  (Exhibit  II-4).  This  appears  to  be  because  their  needs  are  more 
straightforward  and  somewhat  better  addressable  by  packaged  solutions. 

Exhibit  II-5  shows  the  relative  importance  of  different  criteria  for  HR  software. 

•  Note  how  many  criteria  are  given  a  rating  of  4.0  or  more.  (Note:  There  were 
no  appreciably  differences  based  on  company  size.) 

•  This  helps  to  explain  the  lower  levels  of  satisfaction  in  larger  companies: 
With  so  many  factors  important,  it  is  very  difficult  for  a  vendor  to  do  well  in 
very  many  at  once.  This  is  especially  true  in  that  some  factors  have  inherent 
conflicts  (e.g.,  ease  of  use  and  ease  of  modification). 

Exhibit  II-6  plots  both  importance  and  satisfaction:  Satisfaction  has  a  long  way  to 
go:  Even  the  factor  with  highest  degree  of  satisfaction  (fortunately,  in  product 
reliabiHty)  includes  under  half  of  respondents. 

Part  of  the  problem  is  that  customers  are  not  knowledgeable  enough  in  many  of 
these  areas  to  be  able  to  give  any  rating  at  all  (Exhibit  II-7). 

•  At  the  least  this  suggests  that  there  is  a  need  for  more  training;  possibly, 
customers  would  pay  for  additional  training  in  view  of  such  low  levels  of 
knowledge.  (Remember  that  almost  all  these  factors  were  held  to  be  quite 
important.) 

•  It  is  likely  that  some  products  are  too  complex  for  easy  understanding. 

•  In  other  cases,  such  as  ease  of  modification,  most  respondents  were 
knowledgeable  and  dissatisfied. 

Product  planning,  marketing  and  support  should  all  focus  on  these  issues. 
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Exihibt  II  - 1 


HR  Software  Market  Share 

(Percent  of  Respondents) 


Non  (manual) 


Ceridian/ 
CDC 


ABRA 


MSA 


1  to  3%  each 


In-house  developed 


Cyborg 
Lawson 
Software  2000 
Tesseract 
PeopleSoft 
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Exhibit  II  -  2 


Client/Server  Perceptions: 
Identification  as  Client/Server  for 
Systems  Installed  Since  1990 


Platform 

Percent 

MS  DOS  or  Windows 

21 

IBM  Mainframe 

7 

AS/400 

6 

UNIX/RISC 

3 

Other 

5 

Total 

41  * 

YNC3-  4 


*  Does  not  total  due  to  rounding 
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Exhibit  II  -  3 


Age  of  Software 

(by  Year  of  Installation) 


*  Includes  "date  unknown" 
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Exhibit  II  -  4 


Satisfaction  witli  Current 
HR  Systems 


Co.  Size  (No. 
of  Employees) 

20-75 


76-300 


301-1,000 


1,001-5,000 


Total  (Unweighted 
Average) 


1       2      3      4  5 
Low  High 

Average  Satisfaction 


1  to  5  on  a  scale  of  5,  5  is  high 


YNC3-  5 
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Exhibit  II  -  5 


HR  Software 
Importance 


Criteria 


Product  Reliability 
Ease  of  Use 
Functions  Supported 

Ease  of  Learning 
Ease  of  Modification 
Hotline  and  Other  Support 
Product  Install,  and  Training 
Vendor  Reputation 
Integrated  PayroII/HR  SW 

SI  by  Same  Vendor 
HR  Software  Cost 

Customer  References 

Associated  HW/SW  Cost 

Use  of  C/S  Technology 

Financial  or  Other  Software 
Offered  by  the  Same  Vendor 


y//A 

'my///y 

7 


7 


7 


4.8 
4.6 
4.5 


A 


2J 


7 


A 


4.4 
4.4 
4.4 
4.3 
4.1 
4.0 
4.0 


21 


3.8 
3.7 
3.6 


7. 


A 


Z 


2.8 


i 


i 


1 


*1  to  5  on  a  scale  of  5,  5  is  high 


3  4 

Importance' 
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Exhibit  II  -  6 


HR  Software  Criteria 
Importance  and 


Criteria 


Product  Reliability 
Ease  of  Use 
Functions  Supported 

Ease  of  Learning 
Ease  of  Modification 
Hotline  and  Other  Support 
Product  Install,  and  Training 
Vendor  Reputation 
Integrated  PayroII/HR  SW 

SI  by  Same  Vendor 
HR  Software  Cost 

Customer  References 
Associated  HW/SW  Cost 
Use  of  C/S  Technology 


Financial  or  Other  Software  y////////0^  2.8 
Offered  by  the  Same  Vendor 


i 


i 


i 


J    I  \  \  \  L 


5    0    10  20  30  40  50 


Importance* 


*1  to  5  on  a  scale  of  5,  5  is  high 

**Percent  of  those  knowledgeable  with  rating  of  4  or  5  (on  scale  of  1-5) 


Satisfied** 
(Percent) 
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Exihibit  II  -  7 


HR  Software  Criteria: 
Knowledge  and  Satisfaction 


Product  Reliability 
Hotline  and  Other  Support 
Vendor  Reputation 


34 


33 

"TTTTTA  53 


32 


Product  Installation  and  Training  ^^^^^ ////a  53 

HR  Software  Cost 


V7777A  54 
28 


Associated  HW/SW  Cost  y^////^//77\  43 

27 


Functions  Supported 
Ease  of  Use 


V//////////A  73 


26 


y///////////A  76 


Integrated  PayroII/HR  Software  W^^///7777\  53 

Ease  of  Learning  ^^/}//////77777^  76 


26 


Customer  References 
SI  by  Same  Vendor 

Financial  or  Other  Software 
Offered  by  the  Same  Vendor 

Ease  of  Modification 

Use  of  C/S  Technology 


ZZZZ2  39 


14 


W////A  38 


ii  Satisfied' 

□  Knowledgeable** 


13 


7ZZZZZZZZZZZZZZZA  74 


8 


"n^/y/z/z/A  41 


J  I  I  I  \  I  i_J 


20     40  60 
Percent 


80  100 


*Percent  of  those  knowledgeable  with  rating  of  4  or  5  (on  scale  of  1  -5) 
"Able  to  give  a  "satisfaction"  rating 


YNC.3-  8 
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m.    SOFTWARE  REPLACEMENT  PLANS 


Over  one-third  of  companies  interviewed  plan  to  replace  their  HR  software.  There 
is  slightly  more  likelihood  in  larger  companies  of  this  occurring  (Exhibit  III-l). 

Companies  are  about  equally  divided  on  the  spectrum  of  currently  installing  to  no 
specific  plans  (Exhibit  III-2). 

Overlapping  reasons  are  given  for  replacing  HR  software: 

•  The  software  is  obsolete. 

•  The  firm  is  upgrading  its  systems  and  systems  capabilities  and  needs  software 
that  keeps  in  step  (even  though  it  may  not  be  functionally  obsolete). 

•  The  firm  is  integrating  HR  functions. 

The  oldest  software  is  naturally  a  prime  candidate  for  replacement:  About  half  the 
software  being  replaced  was  installed  before  1985. 

However,  over  one-third  of  replacements  are  planned  for  products  that  were 
installed  since  1990.  Because  of  the  changes  still  underway,  INPUT  expects  the 
replacement  of  fairly  new  software  to  continue. 
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m.    SOFTWARE  REPLACEMENT  PLANS 


Over  one-third  of  companies  interviewed  plan  to  replace  their  HR  software.  There 
is  slightly  more  likelihood  in  larger  companies  of  this  occurring  (Exhibit  III-l). 

Companies  are  about  equally  divided  on  the  spectrum  of  currently  instaUing  to  no 
specific  plans  (Exhibit  III-2). 

Overlapping  reasons  are  given  for  replacing  HR  software: 

•  The  software  is  obsolete. 

•  The  firm  is  upgrading  its  systems  and  systems  capabilities  and  needs  software 
that  keeps  in  step  (even  though  it  may  not  be  functionally  obsolete). 

•  The  firm  is  integrating  HR  functions. 

The  oldest  software  is  naturally  a  prime  candidate  for  replacement:  About  half  the 
software  being  replaced  was  installed  before  1985. 

However,  over  one-third  of  replacements  are  planned  for  products  that  were 
installed  since  1990.  Because  of  the  changes  still  underway,  INPUT  expects  the 
replacement  of  fairly  new  software  to  continue. 
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Exhibit  III  - 1 


Software  Replacement  Plans 

(by  Size  of  Company) 


20-75 


76-300 


301-1,000 


27 


y//////////////77A12, 


32 


y/////////////77A  68 


41 


1 ,001  -5,000  ^^^///^59 


All  (Unweighted  ^^^■35 

Average)  65 


■  Plans  for 
Replacement 

□  No  Plans  for 
Replacement 


0     20    40    60    80  100 


Percent  of  Companies 


YNC3-  10 
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Exhibit  III  -  2 


Status  of  Software 
Replacement  Plans 


YNC3-  11 
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IV.     MARKET  OPPORTUNITY  AND  SIZING 
A.       Use  of  Vendor-Supplied  Services 

The  use  of  vendor-supplied  services  is  relatively  high  and  promises  to  remain  so. 

•  Exhibit  IV- 1  shows  that  well  over  half  the  companies  interviewed  use  one  or 
more  product-related  services.  (There  is  appreciable  overlap  in  the  use  of 
services  ~  these  numbers  are  not  additive.)  Almost  as  many  companies  have 
known  plans  as  have  used  these  services  in  the  past.  This  is  a  very  good 
indication  that  there  is  a  long  term  opportunity. 

•  Somewhat  fewer  companies  have  used,  or  have  known  plans  for,  HR/payroll 
interfacing  services  (Exhibit  IV-2). 

If  vendor  use  were  the  only  factor,  then  there  would  be  no  question  at  all  that  this  is 
a  very  attractive  market. 

•  However,  the  reality  is  that  many,  if  not  most,  software  product  firms  are 
literally  giving  these  sorts  of  services  away  (Exhibit  IV-3).  Details  are  shown 
in  Exhibit  IV-4. 

•  In  every  category,  "free"  services  represent  the  majority,  sometimes  the  vast 
majority,  of  services  provided. 

It  is  important  to  understand  this  phenomena  in  order  to  correctly  plan,  market, 
qualify  and  price  these  services.  At  the  very  least  there  will  be  a  requirement  to 
manage  the  expectations  of  customers  and,  quite  possibly,  Ceridian  product  sales 
staff. 

•  In  INPUTS  experience  in  other  market  sectors,  there  is  a  tendency  (or 
temptation)  in  software  product  companies  to  give  away  services.  (Just  as 
there  is  a  tendency  in  service  companies  to  give  away  products.) 

•  In  addition,  for  many  customers,  the  software  product  vendor  may  be  the 
only  known  source  for  these  services. 

INPUT  believes  that  the  data  in  Exhibit  IV-3  strongly  suggests  that  HR  software 
vendors  as  a  group  are  leaving  service  money  on  the  table. 

The  data  from  the  survey  is  only  suggestive,  but  INPUT  believes  that  a  substantial 
number  of  customers  now  receiving  "free"  service  could  be  converted  to  paid  service 
if  the  service  were 

•  High  quality 

•  Comprehensive 

•  Marketed  and  sold  as  a  separate  offering 

INPUT  believes  that  the  potential  market  is  greater  than  the  "paid"  portion  of 
Exhibit  IV-3.  However,  for  market  sizing  purposes,  this  report  is  ignoring  the 
current  "free"  part  of  this  market  and  focussing  solely  on  the  portion  of  the  market 
where  a  separate  fee  is  paid. 
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B.       Market  Sizing 

INPUT  estimates  that  the  market  for  all  the  types  of  services  covered  in  this  study  is 
$900  million  at  any  point  in  time,  with  an  annual  opportunity  of  about  $500  million. 

•  This  takes  into  account  that  many  of  the  respondents  were  describing 
projects  which  would  take  place  over  the  next  one  to  two  years 

•  This  figure  is  conservative  in  that  it  ignores  projects  that  will  in  fact  occur  in 
the  next  12  months  but  have  not  yet  been  identified. 

The  breakout  in  Exhibit  IV-5  is  interesting:  The  smaller  companies  represent  the 
largest  opportunity. 

•  This  is  in  large  part  a  factor  of  the  number  of  firms  within  each  size  segment 
(Exhibit  IV-6). 

•  The  relative  proportion  of  firms  paying  for  service  do  not  vary  greatly. 

•  The  average  fee  is,  not  surprisingly,  larger  in  large  companies,  but  does  not 
make  up  for  the  small  number  of  larger  companies. 

However,  the  variation  in  fee/job  sizes  is  much  greater  within  each  company  size 
group  than  it  is  between  company  size  groups,  i.e., 

•  The  average  interfacing  fee  in  the  large  company  group  is  about  double  that 
in  the  small  company  group. 

•  However,  the  smallest  fee  reported  is  about  $1,000  in  both  groups  and  the 
largest  fee  is  about  $750,000  in  the  large  company  group  and  $250.000  in  the 
smallest  size  group. 

This  situation  is  very  important  and  is  analyzed  further  in  the  next  section. 


C.      Job  Size  and  Composition 

1.       Very  Large  Opportunities 

In  performing  the  initial  data  reduction  and  analysis,  INPUT  analysts  believed  that 
there  must  have  been  an  interviewing,  classification  or  data  entry  problem  to  find 
large-fee  jobs  coming  out  of  small  companies.  However,  further  checking  and 
analysis  showed  that  in  fact  some  small  companies  generate  such  large  jobs  (albeit 
over  a  several  year  period  covering  a  number  of  interrelated  projects). 

•  There  were  two  situations  found  in  the  20-75  employee  companies  that 
showed  that  these  legally  small  companies  but  did  not  "behave"  like  small 
companies. 

•  One  was  a  financial  services  company,  with  very  highly  paid  employees  that 
was  used  to  "spending  money". 
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•  Another  was  a  service  organization  for  a  group  of  cooperatives  that  acted, 
essentially,  as  a  headquarters  organization,  although  these  were  all  legally 
distinct  entities. 

These  situations  show  that  caution  must  be  used  in  applying  any  mechanical  method 
of  segmenting  sales  efforts.  (Unfortunately,  INPUT  has  not  been  able  to  identify  an 
alternative  means  that  would  identify  such  situations  by  "sortable"  data.) 

Exhibit  IV-7  shows  the  largest  fees  reported  within  each  segment. 

Obviously,  one  strategy  is  to  identify  these  kinds  of  large  opportunities  wherever 
they  may  occur. 


2.       Small  Jobs 

The  opposite  issue  is  that  there  are  many  more  small  (around  $5,000)  opportunities. 

•  If  these  are  standalone,  intermittent  opportunities,  then  these  may  not  be 
attractive  if  they  consume  average  sales  and  execution  costs. 

•  Small  jobs  should  be  justified  at  the  beginning  of  the  process  and  perhaps  be 
executed  in  a  semi-standardized  way. 

Qualification  through  telemarketing  may  be  an  excellent  method  of  identifying  large 
and  small  (especially  too  small)  opportunities  at  an  early  stage  and  devoting  the 
appropriate  level  of  sales  effort. 


3.       Complex  or  Overlapping  Requirements 

It  became  apparent  during  the  interviewing  and  analysis  process  that  the  typical 
services  engagement  overlap,  or  are  made  up  of,  several  of  the  services  categories  in 
the  study. 

INPUT  estimates  that  half  or  more  of  vendor  work  overlapped  individual 
categories.  These  "grouped  services"  did  not  follow  a  pattern,  but  were  situational 
and  depend  on  customer  needs  at  the  time. 

Exhibit  IV-8  shows  the  differences  in  fees  between  those  obtained  for  individual 
services  and  those  for  groups  of  services.  As  discussed  in  section  CI  of  this  chapter, 
the  variation  within  service  groups  and  employee  size  segments  is  generally  larger 
than  the  variation  between  them. 

INPUT  concludes  that  successful  vendors  will  have  to  be  equipped  to  supply  a  broad 
range  of  services  in  order  to  meet  customer  needs.  These  services  need  not  be 
supplied  by  the  vendor's  own  staff,  but  can  be  supplied  by  partners  and  affiliates. 
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Exhibit  W  - 1 

USE  OF  PRODUCT-RELATED  SERVICE 


Service 

Tailored  Training 

Software  Customization 

HR/payroll  interface 

HR/Other 

applications 
interface 


%  of  Companies 
with  Prior  Use 

57% 

49% 

50% 

31% 


%  with 
Known  Plans 

48% 

35% 

47% 

28% 


Exhibit  IV  ■  2 


USE  OF  HR/PAYROLL  INTERFACING  SERVICES 


Service 

Customer 

requirements 

Analysis 

Customer  software 
Development 

Process  Engineering/ 
Reengineering 

HR  (Outsourcing) 


%  of  Companies 
with  Prior  Use 

34% 

32% 

17% 
11% 


%  with 
Known  Plans 

22% 

22% 

22% 
9% 


Exhibit  rV  -  3 


Use  of  HR-related  Services: 
Total  Use  versus  Paid  Use 


Company  Size/Service  Type 

20-75  Employees 
Product-related 

Interface-related 


76-300  Employees 
Product-related 

Interface-related 
301-1,000  Employees 
Product-related 
Interface-related 

1,001-5,000  Employees 
Product-related 


20 
^^40 


Paid 
□  Total 


y/3////yM  60 


20 


^ZZZZZZZZZZZZZZZZZA^^ 


Interface- related  ^^^///a  35 


,25 

V////////A  65 
20 


L_J  f  L 


i 


J 


0     20    40    60    80  100 


Percent  of  Companies  Using 
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Exhibit  IV  -  4 


Percent  of  Firms  Using  HR-Related  Services 
Firms  with  20-75  Employees 


Product  Related 
Service  


Percent  of  Firms  Usinq:_ 
Software 

Provider    Consultant  Total 


Percent  with 
Unbundled 

Fee  


Tailored 
Training 


24% 


6% 


30% 


2V 


Software 
Customization 


18 


24 


15 


HR/ Payroll 
Interface 


18 


21 


18 


HR/Other 

Applications 

Interface 


18 


21 


21 


HR/Payroll 
Interfacing 

Process 
Reengineering 

Requirements 
Analysis 


6 


6 


Custom 

Software 

Development 

HR  Outsourcing 


6 
0 


0 
0 


6 
0 


0 
0 


Exhibit  IV  -  5 


HR-related  Services  Market 

(by  Company  Size) 


Company  Size 
(Employees) 


20-75  I^MiSOO 
y//A^///A  370 


76-300 


301-1,000 


1,001-5,000 


120 
^280 


80 


160 


Total 


Product-related 
□  Interfacing-related 


50 

W\  90 


900 


J  L 


J  ■      I     ■  L 


0    200  400  600  800  1 000 


Market  Size  ($M) 
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Exhibit  rv  -  6 


CALCULATION  OF  MARKET  SIZE  BY  SEGMENT 


Services 
Secrments 


2  0-75  Employees 
(150,000  firms) 

•  Product-Related 

•  Interfacing- 
Related 

Subtotal 

76-300  Employees 
(40,000  firms) 

•  Product-Related 

•  Interfacing- 
Related 

Subtotal 

301-1,000  Employees 
(20,000  firms) 

•  Product-Related 

•  Interfacing- 
Related 


Subtotal 


Firms  with 
Paid  Services 
%ra1  Number rbl 


20% 


2% 


20% 


10% 


20% 


8% 


30, 000 


3,000 


8,  000 


4,000 


4,  000 

1,  600 


Weighted  Segment 
Fee  Size 
($k) ral      f$MM) fcl 


$10k 


$25k 


$15k 


$40k 


$20k 


$50k 


$300MM 


$  70MM 
$370MM 


$120MM 


$160iyiM 
$280MM 


$  8  0MM 


$  80iyiM 
$160MM 


[a]  Weighted  percents  based  on  survey  data 

[b]  INPUT  estimates  based  on  adjustments  made  to  D&B  and 
Telemagic  data 

[c]  Number  of  firms  (col.   1)  x  weighted  fee  (col.  2) 


Exhibit  IV  -  6  (cont'd) 


CALCULATION  OF  MARKET  SIZE  BY  SEGMENT  (Cont'd) 


Firms  with  Weighted  Segment 

Services  Paid  Services  Fee  Size 

Segments   % ra1  Number fb]  ($k)  fa] 

1,001-5,000  Employees 
(4,000  firms) 

•  Product-Related  25%       1,000  $50k  $  50MM 

•  Interfacing- 
Related  20%  800  $50k  $  40MM 

Subtotal  $  9  0MM 


Market  Size  (Total) 

•  Product-Related  $550MM 

•  Interfacing- 
Related  $350MM 

Total  $900MM 

[a]     Weighted  percents  based  on  survey  data 

[b}     INPUT  estimates  based  on  adjustments  made  to  D&B  and 

Telemagic  data 
[c]     Number  of  firms   (col.   1)   x  weighted  fee   (col,  2) 


Exhibit  IV  -  6b 


Percent  of  Firms  Using  HR-Related  Services 
Firms  with  76-300  Employees 


Product  Related 
Service  

Tailored 
Training 

Software 
Customization 

HR/Payroll 
Interface 

HR/Other 

Applications 

Interface 


Percent  of  Firms  Using :_ 
Software 

Provider    Consultant  Total 


31% 


20 


25 


14 


19% 


14 


19 


16 


50% 


34 


44 


30 


Percent  with 

Unbundled 

Fee 


19% 


17 


19 


16 


HR/Payroll 
Interfacing 

Process 
Reengineering 

Requirements 
Analysis 

Custom 

Software 

Development 

HR  Outsourcing 


17 


14 
3 


8 


6 
5 


11 


26 


20 
8 


13 


9 
6 


Exhibit  rV  -  6c 


Percent  of  Firms  Using  HR-Related  Services 
Firms  with  301-1,000  Employees 


Product  Related 
Service  

Tailored 
Training 

Software 
Customization 

HR/ Pay roll 
Interface 

HR/Other 

Applications 

Interface 


Percent  of  Firms  Using :_  Percent  with 

Software  Unbundled 
Provider    Consultant    Total  Fee 


67% 


31 


55 


32 


13% 


11 


8 


80% 


42 


63 


34 


19% 


13 


19 


HR/Payroll 
Interfacing 

Process 
Reengineering 

Requirements 
Analysis 

Custom 

Software 

Development 

HR  Outsourcing 


17 


12 
8 


1 
0 


10 


18 


13 
8 


8 


4 
3 


Exhibit  IV  -  6d 


Percent  of  Firms  Using  HR-Related  Services 
Firms  with  1,001-5,000  Employees 


Product  Related 
Seirvice  

Tailored 
Training 

Software 
Customization 

HR/Payroll 
Interface 

HR/Other 

Applications 

Interface 


Percent  of  Firms  Usina:_ 
Software 

Provider    Consultant  Total 


49% 


25 


32 


20 


7% 


56% 


30 


36 


23 


Percent  with 

Unbundled 

Fee 


22% 


23 


16 


29 


HR/Payroll 
Interfacing 

Process 
Reengineering 

Requirements 
Analysis 

Custom 

Software 

Development 


10 


16 


12 


12 


10 


17 


22 


26 


14 


18 


10 


HR  Outsourcing 


8 


11 


Exhibit  rV  -  7 


LARGEST  FEES  REPORTED  BY  SEGMENT 


Services  Largest  Fee  Reported 

Secrments   in  Survey  (rounded) 

20-75  Employees 
(150,000  firms) 

•  Product-Related  $250,000 

•  Interfacing- 
Related  no  data 


76-300  Employees 
(40,000  firms) 

•  Product-Related  $400,000 

•  Interfacing- 
Related  $250,000 


301-1,000  Employees 
(20,000  firms) 

•  Product-Related  $200,000 

•  Interfacing- 
Related  $100,000 


1, 001-5, OOOEmployees 
(4,000  firms) 

•  Product-Related  $750,000 

•  Interfacing- 
Related  $500,000 


Exhibit  IV  -  8a 

HR-Related  Services:  Fees 
Firms  with  20-75  Employees 


Product  Related 

Service   Range   ($k)  Median  Mean 

Tailored 

Training  $20k  $20k  $20k 

Software 
Customization 

HR/Payroll 

Interface  $5k  $5k  $5k 

HR/Other 

Applications 

Interface 

Grouped 

Services  $1  -  250k  $5k  $55k 

HR/Payroll 
Interfacing 

Process 
Reengineering 

Requirements 
Analysis 

Custom 

Software 

Development 

HR  Outsourcing 


Grouped 
Services 


Exhibit  rV  -  8b 


HR-Related  Services:  Fees 
Firms  with  76-300  Employees 


Product  Related 

Service   Range   ( $k)  Median  Mean 

Tailored 

Training  $5k  $5k  $5k 

Software 
Customization 

HR/ Payroll 

Interface  $5k  $5k  $5k 

HR/Other 

Applications 

Interface 

Grouped 

Services  $1  -  400k  $20k  $80k 

HR/Payroll 
Interfacing 

Process 

Reengineering  $100k  $100k  $100k 

Requirements 

Analysis  $20k  $20k  $20k 

Custom 

Software 

Development 

HR  Outsourcing 


Grouped 
Services 


$10-250k 


$50k 


$130k 


Exhibit  IV  -  8c 


HR-Related  Services:  Fees 
Firms  with  301-1,000  Employees 


Product  Related 
Service  

Tailored 
Training 

Software 
Customization 

HR/Payroll 
Interface 

HR/Other 

Applications 

Interface 

Grouped 
Services 

HR/Payroll 
Interfacing 

Process 
Reengineering 

Requirements 
Analysis 

Custom 

Software 

Development 

HR  Outsourcing 

Grouped 
Services 


Range  ($k) 
$15-30k 
$50k 
$10k 

$10k 

$3  -  200k 


Median 
$22k 
$50k 
$10k 

$10k 
$4k 


Mean 
$22k 
$50k 
$10k 

$10k 
$35k 


$5-100k 


$50k 


$50k 


Exhibit  rV  -  8d 


HR-Related  Services:  Fees 
Firms  with  1,001-5,000  Employees 


Product  Related 
Service  

Tailored 
Training 

Software 
Customization 

HR/Payroll 
Interface 

HR/Other 

Applications 

Interface 

Grouped 
Services 

HR/Payroll 
Interfacing 

Process 
Reengineering 

Requirements 
Analysis 

Custom 

Software 

Development 

HR  Outsourcing 

Grouped 
Services 


Range  ($k) 
$2-15k 
$5-30 
$5-300k 

$l-4k 

$1  -  750k 


Median  Mean 


$10k 
$30k 


$35-70k 
$40-500k 


$4k 


$20k 


$2k 


$30k 


$50k 


$30k 


$7k 


$20k 


$150k  $125k 


$2k 


$150k 


$10k  $lOk 
$30k  $30k 


$50k 


$140k 


V.      COMPETITIVE  ENVIRONMENT 


A.       Customer  Assessments  and  Requirements 

Customers  prefer  -  by  a  ratio  of  almost  10  to  1  receiving  services  from  a  firm  which 
suppHes  both  HR  software  and  services  (see  Exhibit  V-1). 

•  Software  is  seen  as  an  embodiment  of  content  knowledge. 

•  Often,  of  course,  the  services  providing  directly  or  indirectly  involve  HR 
software. 

•  Another  factor,  which  cannot  be  ignored,  is  that  in  many  cases  the  only 
vendor  known  well  to  a  customer  is  the  vendor  which  supplied  the  HR 
software  currently  in  use. 

This  last  point  represents  both  a  problem  and  an  opportunity. 

•  For  example,  customers  who  could  rate  Ceridian  as  a  provider  of  services, 
gave  Ceridian  a  good  rating  (see  Exhibit  V-2). 

•  However,  almost  three-quarters  of  the  respondents  did  not  know  enough 
about  Ceridian  to  be  able  to  rate  it  at  all.  This  situation  was  true  for  other 
vendors  as  well,  showing  a  widespread  problem  of  recognition. 

Note:  in  Exhibit  V-2  how  all  the  vendors  (except  PeopleSoft)  were  closely  grouped. 

•  The  differences  between  3.1  and  3.4  should  not  be  taken  to  be  significant. 

•  Equally  important,  even  a  3,4  can  be  improved  appreciably.  It  is  not  unusual 
in  studies  of  this  kind  to  find  well-respected  vendor  receiving  average  ratings 
of  4.0  or  higher. 

The  issue  of  vendor  knowledge  and  image  is  very  important.  The  first  vendor  to 
"break  out"  of  the  pack  is  Hkely  to  do  very  well:  Customers  want  to  do  business  with 
a  single  supplier  (Exhibit  V-3). 

•  One  reason  is  the  ease  of  interfacing  and  doing  business  with  one  vendor, 
who  will  learn  the  special  situations  within  a  client. 

•  Another,  functional  reason,  is  that  many  projects  involve  more  than  one  type 
of  service,  as  discussed  in  Chapter  IV. 

INPUT  believes  that  the  market  would  be  receptive  to  a  firm  like  Ceridian  offering 
itself  as  a  single  point  of  HR-related  services. 


B,       Vendor  Assessments 

This  section  is  still  in  preparation.  The  vendor  interview  guide  was  approved  on 
August  9  and  interviews  began  on  August  15. 
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Exhibit  V  - 1 


Services-Only  versus 
Software/Services  Vendor  Preference 

(HR  Respondents) 

DK 


YNC3-  14 


INPUT 


Exhibit  V  -  2 


Ratings  of  HR  Services  Firms 


Firm 


Ceridian 
IBM 

ADP 
Wyatt 
Tesseract 

Andersen 
EDS 

Price  Waterhouse 
PeopleSoft 


I  ■  i  ■  i  ■  I  ■  I  ■  I 
0    20  40  60  80  100 

Don't  Know 
(Percent) 


*1  to  5  on  a  scale  of  5,  5  is  high 


YNC3-  12 


INPUT 


Exhibit  V  -  3 


Single  versus  Multiple  Vendor 
Preference  (HR  Respondents) 


DK 


YNC3-  13 


INPUT 


VI.    CONCLUSIONS  AND  RECOMMENDATIONS 

INPUT  believes  that  there  is  a  significant  market  opportunity  for  Ceridian  in 
offering  HR-related  services: 

•  The  market  is  large. 

•  Ceridian  has  the  right  profile  as  a  supplier  of  both  software  and  services  to 
be  accepted  in  the  market. 

•  Ceridian  will  be  focussing  on  services. 

This  last  point  is  especially  important:  Many  product  suppliers  view  services  as  an 
appendage  (or,  worse,  as  a  free  appendage). 

This  is  a  broad  market  in  two  respects: 

•  The  market  needs  a  broad  range  of  interconnected  services. 

•  The  fees  paid  vary  tremendously. 

The  size  of  the  customer  is  not  a  good  indicator  as  to  the  needs  or  size  of  any 
particular  opportunity.  This  will  place  a  premium  on  cost-effective  qualification, 
almost  a  triage  process: 

•  High  payback  opportunities,  which  deserve  significant  sales  resources. 

•  Moderate-sized  opportunities  that  are  amenable  to  standardized  delivery. 

•  Other  opportunities  that  will  require  more  sales  time  than  its  size  warrants 
and/or  will  require  a  uniquely  tailored  set  of  services  with  high  risk/low 
margins. 

Once  Ceridian  has  defined  its  offerings  (which  may  include  those  of  partners), 
Ceridian  should  begin  large-scale  promotion  efforts: 

•  At  the  least  these  will  improve  its  image  and  standing. 

•  It  should  also  generate  leads  to  be  qualified. 
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